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ArkN, from the Committee on Foreign Relations, submitted the 


following 


REPORT 


[To accompany Executive 


The Committee on Foreign Rela ns, as referred the 


International Sugar Agreement (x. B, 83d , 2d sess.), dated in 
London, Octobe ry }.. 96 and 


} ] Sa 
mends that advice and 


Main Pt 


"i I< } . f +] yor? ry t 4 toh ilizea rid 
he maim purpose oF the agre nt 1 the world tree 


market in sugar and to increas Iptiol exporting countries 
are assigned basic export tonnages which are to adjusted by the 
International Sugar Council with the 


into the United States are specifically excluded fro 


market price range between 3.25 and 
The Council is also to undertake studies of the world sugar industry 


and of methods of promoting increased consumption of sugar. 


Il. BAcKGROUND 


Sugar has long been subject to extreme fluctuations in price and 
production. The high prices of World War I and the years immedi- 
ately following it stimulated a great expansion in production and, as a 
consequence, the sugar industry was particularly hard hit by the de- 
pression of the early 1930’s. Cuba and other countries which are very 
largely dependent on the sugar trade were reduced to the verge of 
bankruptcy and suffered severe economic and political disturbances 

At the World Economic and Monetary Conference of 1933 it was 
recognized that it would be desirable to arrive at some mutually ae- 
ceptable agreement for regulating sugar production and marketing. 
As a consequence, an International Sugar Conference was held in 
London, in 1937, and the International Agreement Regarding the 
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Regulation of Production and Marketing of Sugar resulted. The 
Senate gaves its advice and consent to ratification of this agreement 
(Ex. T, 75th Cong., Ist sess.) December 20, 1937. 

This agreement had been in operation only 2 years when World 
War II began in 1939, and thereafter sugar became critically short, 
partic ularly after the production of the Philippines and Java was lost 
in 1942. The world shortage of sugar contmued into the postwar 
years, and was temporarily accentuated by the Korean war in 1950, 
which led to a worldwide hoarding. 

As in World War I and the period immediately following, this situ- 
ation caused greatly expanded production whic h, by 1951, amounted 
to 10 million tons more than the pre- World War II level. The world 
price dropped from 8 cents in mid-1951 to approximately 3 cents in 
early 1953. 

The 1937 sugar agreement was for a term of 5 years and it was 
extended without change for 2 additional years. In the early years 
of World War II, the International Sugar Council waived the agree- 
ment’s requirements for export quotas ‘and stock controls, and these 
provisions were specifically declared inoperative in the series of annual 
protocols which, beginning in 1944, kept the administrative machinery 
in existence pending the negotiation of a new agreement. Each of 
these protocols was approved by the Senate. 

This new agreement was negotiated in London in the summer of 
1953 at a conference called by the United Nations, although work 
on it had begun as early as 1948 in response to suggestions from Cuba. 
By its terms, the agreement was to become effective December 15, 


1953, if it had been ratified by that date by countries holding 75 
pereent of the votes of ¢ xporting countries and 60 percent of the votes 
of importing countries \ country which had not ratified could help 
put the agreement into force and participate as an observer by deposit- 
ing a notification of its intention to seck ratification as soon as possible 
in accordance with its constitutional processes. Inasmuch as there 
was a widespread desire for the agreement to become ve rative before 
the start of 1954, the United States, which holds 24.5 pe reent of the 
votes of importing countries, gave notice of its intention to seek 
ratification. The notification expressly stated that the United States 
assumed no obligation under the agreement until ratification, 

The agreement is provisionally in effect. As of March 26, it had 


been ratified by 5 countries—United Kingdom, Australia, Cuba, 
Dominican Republic, and Union of South Africa; it had been acceded 
to by 1 countrv—Hungaryv; and 16 countries had given notice of 
their intention to seek ratification—Belgium, the Philippines, Mexico, 
the Netherlands, France, Federal Republic of Germany, Portugal, 
Haiti, Lebanon, Japan, United States, Czechoslovakia, Poland, 
Soviet Union, Brazil, and Nationalist China. 


III. Commirrere Action 


Members of the Senate were consulted by the executive branch 
before the negotiating conference met, and from time to time there- 
afier the Foreign Relations Committee was informed of developments. 

The President transmitted the agreement to the Senate February 3, 
1954, and, on March 1, a subcommittee of the Foreign Relations 
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Committee was appointed to consider the matter. The subcommittee 
consisted of Senators Aiken (chairman), Ferguson, Capehart, George, 
and Mansfield. 

A public hearing was held March 18, at which Thorsten V. Kali- 
jarvi, Acting Assistant Secretary of State for Economic Affairs, and 
True D. Morse, Under Secretary of Agriculture, urged ratifieation 
of the agreement. Opposition views were presented by Gordon 
Pickett Peyton, representing the Industrial Sugar Users Group, and 
Harry R. Chapman of the National Confectioners’ Association. 

Statements favoring the agreement were received from the American 
Cane Sugar League of the United States of America, the United States 
Cane Sugar Refiners’ Association, United States Cuban Sugar Council, 
Association of Sugar Producers of Puerto Rico, American Sugar 
Beet Industry Policy Committee, and Hawaiian Sugar Planters 
Association. 

Communications opposing the agreement were received from the 
National Licorice Co., Congressman Richard W. Hoffman, the Joy 
Candy Shoppes, Inc., of Chicago, and the Merrill Candy Co. of Merrill, 
Wis. Subsequent to the hearing, an additional statement of opposi- 
tion was received from Congressman Timothy P. Sheehan. 

The subcommittee further considered the agreement in executive 
session March 25, and ordered it favorably reported to the full com- 
mittee. 

On April 6 the full committee considered the agreement and ordered 
it favorably reported to the Senate 


IV. Provisions oF tHE AGREEMENT’ 
r Obj clive \ 


The stated objectives of the agreement are 


to assure supplies of sugar to importing countries and markets for sugar to export- 
ing countries at equitable and stable prices; to increase the consumption of sugar 
throughout the world; and to maintain the purchasing power in world markets of 
countries or areas whose economies are largely dependent upon the production or 
export of sugar by providing adequate returns to producers and making it possible 
to maintain fair standards of labor conditions and wages (art. | 


2. Price stabilization 

Twenty exporting countries are assigned basic export tonnages 
totaling 5,390,000 tons annually (art. 14 A (1 The International 
Sugar Council will determine export quotas proportionate to these 
basic tonnages, subject to certain special provisions for adjustment 
(art. 18). Quotas will be readjusted from time to time to maintain 
the world free market price of sugar between 3.25 and 4.35 cents a 
pound (arts. 20, 21, 22). But, in general, quotas cannot be reduced 
below 80 percent of a country’s basic export tonnage (art. 23). 

The exporting countries will limit their exports to the free market 
to their quotas and will limit their production to the amount necessary 
to provide for domestic consumption, exports permitted by the agree- 
ment, and maximum stocks specified by the agreement (arts. 8 and 
10). These stocks range from a minimum of 10 percent of a country’s 
basic export tonnage to a maximum of 20 percent of its annual 
production. The minimum stocks are earmarked to fill increased 
requirements of the free market and can be used for no other purpose 
without the consent of the Council (art. 13). 
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The exporting countries also agree to 
take all practicable action to insure that the demands of participating countries 
which import sugar are met at all times— 
and in periods of unusually heavy demand, to give these countries 
priority in the supply of available sugar, on equal terms of sale (art. 9). 
Exports to the United States are excluded from the quotas estab- 
lished under the agreement (art. 17). So are certain other specified 
international movements of sugar (arts. 15 and 16). 


3. Administration 


The agreement is to be administered by an International Sugar 
Council which will be the successor to the Council established by the 


1937 agreement (art. 36). Sixteen importing countries and 22 
exporting countries are represented on the Council. As a group, 


importers and exporters each have 1,000 votes, distributed roughly in 
proportion to the amount of sugar each country imports or exports, 
except that no country has fewer than 15 nor more than 245 votes. 
The United States has 245 votes among the importing countries 
(arts. 33 and 34). 

Most decisions of the Council are taken by a majority of the votes 
of the importing countries and a majority of the votes of the exporting 
countries. In the case of the importing countries, the majority must 
be composed of at least one-third of the number of countries cast Ing 
votes. In certain cases a special vote is required, and then decisions 
must be by two-thirds of all votes, with a simple majority of both 
exporting and importing votes. In other instances, decisions can be 
taken by a majority of the total votes cast (art. 36). 

The organization of the Council and its sdusdiielentire powers and 
duties are spelled out in articles 27 to 44. It is to meet at least once a 
year, or more frequently on call of the Chairman or of participating 
governments (art. 30). It is to have an Executive Committee, to 
which it may delegate any of its functions except those requiring a 
special vote (arts. 28 and 37). It is empowered to settle disputes aris- 
ing under the agreement and may suspend a participating government 
(art. 40). 

Each country is to meet the expenses of its own delegation to the 
Council. The expenses of the Council itself are to be met by assess- 
ments on the member countries in proportion to their voting power 
(art. 38). 


4. General obligations of participating governments 


Participating governments subsidizing sugar so as to increase their 
exports or decrease their imports are to report annually to the Council 
on the extent, effect, and reasons for the subsidies (art. 3) 

Participating governments also agree to take such steps as they deem 
appropriate to reduce disproportionate burdens on sugar which dis- 
courage consumption (art. 5), to seek the maintenance of fair labor 
standards in the sugar industry (art. 6), and to adopt such measures as 
they believe to be adequi ite to fulfill their obligations under the agree- 
ment and to carry out its purposes (art. 4): 


§. Obligations of importing countries 


Importing countries—and exporting countries which import sugar 
for re-export—agree not to import from nonpartic ipating countries as a 
group more than was imported from those countries as a group during 
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any 1 of the 3 years of 1951, 1952, or 1953. This limitation will not 
apply if sugar is not available trom cathe ipating exporting countries 
at prices ro higher than the maximum set in 9 agreement. This 
obligation can be modified by the Council (art. 7 

Any particular obligation of an importing as under the agree- 
ment may also be modified by the Council, after consultation with the 
International Monetary Fund and/or the country in question, if that 
country considers such action necessary to avoid or to stop a serious 
decline in its monetary reserves (art. 25) 
6. Studies by the Council 

The Council is to consider and make recommendations of ways and 
means of increasing the consumption of sugar and of achieving the 
other objectives of the agreement. Such recommendations will be 
based on studies of the effect of taxation and other restrictive measures 
which result in low per capita consumption (art. 26 


?. Duration, amendment, SUSPENSION, uithdrawal. and termination 


The agreement is effective for 5 years from January 1, 1954, and 
not subject to denunciation, although governments may withdraw 


under a variety of circumstances (arts. 42—44 he Couneil is to 
reexamine the agreement in 1956 (art. 42 
V. Unitep Sraters IN1 STS IN THE AGREEMENT 
The agreement has no relation to, or effect on, the United Stat 
domestic Sugar Act That ict I lutes prod tion Of sucar mn the 
continent United States lawan, Puerto Rico ad the Virein 
Islands and, li ise, regulates imports, most of which come from 
Philippines and Cuba Ch impor : Der excluded from 
the scope of the agreement. The United States ce yt export sugar 
in significant quanti 
r Be nehts a nat hel ted S 
The hens { iecruing to the t t rates 1 tion in the 
agreement seem to the committ 
| oO oO 
th ' I l I 1¢ I ( ) to econom 
prog | eal ) I 
( ( ( on | \ iT \ ¢ l en 
of very ereat importance te the United St cs Che committec 
particularly emphasizes the mportance oO 1% o the economy 
of Cuba, which is by far the world’s largest ar exporte! A 
collapse of the world sugar market would have far-reaching 


- 
repercussions, political as well as econ 


of only slightly less importance to the Dominican Republic, LO 
Haiti, and to the Philippines. 

2) Although the agreement has no direct relation to the 
United States sugar industry, it will tend to insure the effective- 
ness of the Sugar Act. That act is designed to insulate, to some 
extent, the domestic industry from the Se of the world 
market and it has been large ly successful in doing so. But the 
act could not be expecte 1d to shie ld the dein nestic industry com- 
pletely from the effects of a world market collapse. The restric- 
tions on domestic sugar production contained in the Sugar Act 
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are in part a result of the world market collapse of the 1930’s, 
and a recurrence of such a collapse would inevitably create 
pressures for even greater restrictions on the American industry 
The agreement is completely consistent with the domestic act, 
and will to some degree complement the objectives of that act. 

3) For the reasons stated, stability in the world sugar market 
is in the national interest of the United States. By participating 
in the agreement, even though its own sugar trade is not involved, 
the United States will acquire an influential voice in administra- 


tion of the agreement. We will be in a position to protect our 
interests and to make constructive proposals concerning needed 
adjustments in the world’s sugar economy. Although the agree- 


ment is primarily concerned with prices, it also lavs the founda- 
tion for a long-term attack on the more basie problems of the 
sugar industry and provides an avenue of approach to the question 
of reducing sugar trade barriers. This, too, is in accord with 
United States poli y and interests. 


Obliaat , } j Ty, ai 
| 1 ] r 
\s rainst the net the United S tes will ssume onl few 
) Op! ion } { the ement hese ODI tio! 
‘| ) \ { ” ( Te S| ot t | X ( = 4) thre 
Int ‘e ( a ha il } 1Z ? ( nt 
| } 
| l 1 Ot a4 of t en ) ( er 
| 1 | 27 | ‘ n y( 
' 1 
} ) | ( | 
Q ] | 
{ { 
' 
1) 
) f 
i ! \ 
| 
\ 
( 1 
| ) ( il 
| 
) i t if t ' 
’ } e mump ne oe 
' 1 
Lot } il ni he PP DD ()t t 
iit { ( 7 mp ; ni I ( ( ) 
I 
naer the t ms of the act. and 4 percent fro? ( 0 ( brie 
other than Cuba and the Philippines. Both Cuba and the 
Ph | pps are signatories to the agreement 
- - ] ~~. ~ . Y ~ 
In 1951, 1952, and 1953 15 other countries supplied United 


states imports, W hich amounted to 115,158 tons in 1953, the 
highest of the 3 vears. Of this amount, 66,200 tons came 
from countries which are not parties to the agreement, and 
that will be the limitation on future imports from nonpar- 
ticipating countries. It is the approximate size of the quota 
for nonparticipating countries for 1954. 

3. To make available and supply all such statistics and informa- 

tion as are necessary to the Council or the Executive Committee 

to enable it to discharge its functions under the agreement. 
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4. To accept as binding all decisions of the Council under the 
provisions of the agreement. This provision has limited applica- 
bility to the United States, inasmuch as the Council has no powers 
other than those assigned to it in the agreement and the agree- 
ment itself specifically excludes sugar imports into the United 
States. 

VI. GENERAL OBLIGATIONS 


The agreement contains certain general obligations relating to sub- 
sidies, to programs of economic adjustment, to promotion of increased 
consumption of sugar, and to maintenance of fair labor standards 

In article 3, the participating governments recognize 
that subsidies on sugar may so operate as to impair the maintenance of equitable 
and stable prices in the free market and so enda 


langer the proper functioning of this 
agreement. 


Each participating government agrees to report annually to the 
Council on the extent, nature, and effect of, and the reasons for, any 
subsidies which tend in any way to increase its exports or decrease 
its imports of sugar. Any participating government which feels its 
interests threatened by the subsidy program of another participating 
government may bring the matter before the Council which may make 
recommendations. 

Although the Sugar Act provides for payments to American sugar 
growers, the committee agrees with the Departments of State and 

eal 





: . ° ! ’ 4 1 T ’ 4 rr 
Agriculture that article 3 is not applicable to United states. rhe 
Sugar Act payments do not tend to inet exp he price of 
; : . 4} - .* 1 4 1 ’ ‘ ] ¥ 
sugar 1n the United states is above the vorid price and little, uf any 

: : ‘ 
sugar 1s exported Nor do these pay ne » decrease imports 
1 1 1 : 
which have, 1n fact, Increased by almost Lion ns over tne iast 
20 vea 
7 ] 
In artic] t each participati 
’ 
In arti > each part 
t 1 ( i 
( Al 
, ; — = : : ' 
including speci ically private nd YNUpi1e co 0 OnOoODdDoO!l seal and 
= Ul 
tax policies, so as to Make sucar more freely av: le to consumers 
In article 6 the participati cvovernments deciare that 
in order to avoid the d ’ 
compe e conditi S 1f j ( il I 


etitis 
standards in the sugar industry 


The implementation of these articles in each case is left to the judg- 
ment of the individual government. The articles describe, in a rather 
general way, the objectives of the Sugar Act. The committee does 
not feel that the articles obligate the United States to take any action 
which it would not otherwise take, or to continue to take any action 
which it would otherwise abandon. 
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VII. Opposition To THE AGREEMENT 


The committee considered the arguments against ratification 
advanced by certain industrial consumers of sugar. It finds these 
arguments not controlling and, insofar as they are relevant, without 
justification 

The basis of the opposition to the agreement is the fear that it will 
increase the price of sugar in the United States. This fear is un- 
founded, and arguments based upon it are in fact directed not at the 
International Sugar Agreement, but at the Sugar Act, which is not at 
issue. 

The committee points out that the maximum price of sugar pro- 
vided for in the agreement is 4.35 cents a pound. The current world 
price of sugar is 3.27 cents a pound, f. 0. b. Cuba, as compared to the 
current price of 6.15 cents, landed, duty paid, in the United States. 

The United States price has not been as low as the maximum world 
price provided for in the agreement since 1946. In view of the 
increased costs which domestic sugar producers have had to assume 
since that date, it seems unlikely that the United States price will be 
allowed to fall that low again in the foreseeable future. 

lt should also be remembered that the total amount of sugar covered 


by this agreement accounts for no more than 10 to 15 percent of world 
production, and only about one-third of world trade. The basie 
export tonnages established by the agreement total 5,390,000 tons, 
and United States imports vhich are e empt from the agreement 
ount to 3,800,000 tons. The price which the United States, as 
! { av W tself have a le] 
) hy lhl 1) ( 
| 0 nl ) ( S d the ry” er ove hat 
yt { short Che 
| ( ( ) ( Ve wi ( or not in 
e 1 | n ove hether or not it ean hold the 
) ter ( he Su \i d | to 
( ( y! » { mest | | CC | oO 
CC ne he com Pe Ti S to ) i 
( the 1) hie of \ iture 
: { vorld 
] WW mest DI! ( 194 to} 
( ) I i trol i hieh of 8 ) le 
more then ce In the same period the United State 
and 6.65 cent 
() ) ( Ol} he 2 rie also cite the. report of the Raa dal 
( nm non kor I omic Polley, which said 
I ( l Lov ! that extensive ! ort to commodity a 
price tabilitv: and it believes that such agree- 
mu luee 1 : | restraints that impair the elasticity of economic 
a t nt and t freed f individual initiative, which are fundamental to 
ec proers \lore r, the types of intergovernmental commodity 
’ ur ti proposed for the purpose of stabilizing prices involve 
ce ( w hie ‘ 1 ad, if extensively employed, to very great outlays 
of United States Government funds in certain contingencies, of indeterminable 


amounts 
The committee does not express any view on the merits of this 
statement as a general proposition. It is, however, apparent from 
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the context that the statement is more applicable to agreements such 
as that on wheat than to those such as the pending one on sugar. 
Unlike the International Wheat Agreement, the International Sugar 
Agreement contains no obligation on exporters to export or on 
importers to import. The United States undertakes no commitments 
whatever as to the price of sugar or as to the amount it will import 
There is no possibility that the agreement could ever lead ‘to very 
great outlays of United States Government funds.”’ 

Finally , the opponents enter a ceneral objection that the agreement 
is a cartel and is socialistic. The committee does not feel that this 
objection is well taken. The agreement provides not only a floor but 
also a ceiling on the price of sugar, and it provides equal representation 
for consumers as well as producers. The possibilities of abuse seem 
to the committee to be rather remote. 


VIII. Conc LUSION 


There is no certainty that the agreement will achieve its objectives, 
but it is at the same time an effort well worth making. The objectives 
are squarely in accord with the national interests of the United States 
and will promote those interests by bringing’ a oreater measure of 
stability to friendly sugar producing countries, particularly those in the 
Caribbean. By preventing a chaotic collapse of the world sugar 
market, the agreement will protect American sugar producers from the 
pressures which would inevitably follow such a collapse, despite the 
Sugar Act. 

The agreement is now in effect and, if the United States is to partici- 
pate in it, the ratification process should be completed by May 1. 

The committee therefore urges prompt and favorable action by the 


Senate. 
O 





